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followed other indications that signifi-
cant change was afoot. In the past year
the President, Vice President, and Sec-
retary have cited the requirement to
shift from a slow, heavy force to
smaller, more lethal, more maneuver-
able capabilities that can better con-
front terrorism and other threats. 

Vice Admiral Arthur Cebrowski,
USN (Ret.), has been assigned to direct
this new office. A former president of
the Naval War College, he is known as
a revolutionary thinker who is likely to
go beyond mere tinkering on the mar-
gins. As Cebrowski organizes a staff,
delineates a charter, and builds a con-
stituency, the enormity of his job can-
not be overstated. Not the least of the
tasks ahead will be convincing large
segments of the defense establishment
that military transformation is critical
to continued U.S. dominance. 

Critics of transformation claim
that the military performed well in
Afghanistan and adapted to asymmet-
ric warfare. But supporters of military
transformation point out that the Cen-
tral Intelligence Agency, not the
Armed Forces, was first to use un-
manned combat aerial vehicles and
other innovations. Exactly what con-
stitutes transformation and how it can
meet the challenges of the future will
define the mission of the Office of
Force Transformation. 

T he Secretary of Defense cre-
ated the Office of Force
Transformation in Novem-
ber 2001 to prepare the

Armed Forces for the uncertainties of
the 21st century. This institutional step

Lieutenant Commander Janice M. Graham, USN (Ret.), is director of the innovation
strategies group at Information Spectrum, Inc., and previously served as deputy
director of the Center for Emerging Threats and Opportunities.
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Transformation was advanced by
the U.S. Commission on National 
Security/21st Century, which reported
that geopolitical realities in the wake
of the Cold War and technological, so-
cial, and intellectual developments in
the information revolution have not
been met by institutional change. The
commission also found that no strate-
gic planning process exists to specify
goals and priorities. Its report recom-
mended overhauling DOD organiza-
tions and procedures. A study group
known as the McCarthy Panel was
convened in March 2001 by the Secre-
tary. Leveraging work by the commis-
sion, it acknowledged that require-
ments changed with the demise of the
Soviet Union, including an ability to
dominate operations from strategic nu-
clear deterrence to humanitarian relief,
with fewer casualties and minimum
unintended damage. The panel re-
ported that although the Armed Forces
are the most capable in the world,
transformation should build on the ex-
isting military to create more respon-
sive conventional capabilities. It de-
fined transformation as a process of

change that develops new operational
concepts, determines which ones
work, and implements them.1 Specifi-
cally, it connotes change in organizing,
training, and equipping forces; doc-
trine, tactics, techniques, and proce-
dures; military leadership; and inter-
acting to produce effects in battles and
campaigns.

Cebrowski has advanced the no-
tion that transformation is not a desti-
nation, but a process. It is not necessar-
ily about new technologies, weapons,
or platforms; instead it might utilize
existing systems in ways that their de-
signers did not envision. More enlight-
ening is the inclination to view trans-
formation through the lens of
corporate strategy, risk management,
and organizational rules. Lessons from
transformations of large organizations
suggest that approach is correct. 

Organizational transformation re-
veals a common thread—the challenge
is changing attitudes. The greatest task
will be surmounting the complacency,
inertia, and inward focus of the de-
fense establishment. Rigid hierarchies,
redundant staffs, and information
flows that center decisions on the
highest levels pose the most difficult
challenges. Achievements in military
transformation will depend on con-
vincing DOD that it is operating in the
information age—not the industrial
age—and thus can no longer function
according to obsolete management
and organizational practices. 

Achieving Success
Industries that succeed in the long

term usually concede that what made
them successful in the past will not
guarantee future progress. Experience
offers a measure to gauge discontinu-
ities, understand the present, and place
it in context; but it reveals little about
what to expect. 

The interplay of systems that
characterizes the world is becoming in-
creasingly complex, so one must learn
to live with chaos and uncertainty.

Chaos does not mean a random
chance world. In a mathematical
context, chaotic systems are defined
as deterministic phenomena charac-
terized by specific properties that
produce patterned yet unpredictable
outcomes. The significance of chaos

theory in understanding the strategic
environment is that it shifts the focus
and methods of analysis from disaggre-
gating complex phenomena and exam-
ining simple parts to seeing systems as
holistic and dynamic. In a much
quoted remark, Edward Lorenz used
the metaphor of a butterfly flapping its
wings in Brazil and eventually causing
a tornado in Texas.2 Thus a small
change or disturbance often is magni-
fied over time, making it impossible to
accurately assess events or predict out-
comes. Sensitivity to initial condi-
tions—given seemingly insignificant
shifts in the course of events—is the
hallmark of chaos. 

Lessons from attempts at transfor-
mation support the theory that organi-
zations that can adapt to constant and
often unforeseen change and system
perturbations tend to be those that

consistently succeed. Those that are
slow to comprehend and adjust to the
fluidity of the strategic environment
lose their competitive advantage and
die. In fact, because information and
technologies are rapidly advanced and
assimilated, the so-called first-mover
advantage is largely short-lived. This
issue is managed by industry in part by
creating budgetary slack—or fencing a
percentage of resources—to quickly
pursue promising ideas.

The transition from the industrial
age to the post-industrial or informa-
tion age is underway. Exactly how far
the developed world has progressed
along the continuum is debatable; but
there is general agreement among
management experts that large-scale
institutional transformation is indeed
ongoing. Several emerging phenomena
characterize this trend. 

Intellectual Capital
In the industrial age the means of

production—sources of wealth—were
raw materials, technologies, land, and
other capital. Today the assets of pri-
mary importance and the new source
of wealth is intellectual capital. This il-
luminates an underlying shift in as-
sumptions: critical assets of an organi-
zation are not hardware or software
but brainpower. Thus in the age of in-
formation, employees own the means
of production, and obtaining and
keeping the best skills may be the most
critical factor in determining the via-
bility of an organization. 

The Pentagon can learn much
from those organizations in the private
sector that base their operating as-
sumptions on intellectual capital.
Their structures and practices differ
from traditional approaches which
some see as relatively interchangeable.
Individuals are unique strategic assets
to be fostered to maximize creative,
analytical, and problem-solving skills.
Moreover, as workers become more ed-
ucated and mobile, they operate with
greater autonomy and responsibility.

Federation Model
Today innovating commercial or-

ganizations operate in a dynamic and
collaborative fashion. Their organizing

organizational transformation
reveals a common thread—the
challenge is changing attitudes
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ing outdated or redundant parts of the
organization should be routine. This
type of organization is supported by
procurement practices as adaptable as
the overall organization.

The leaders of innovating organi-
zations tend to support the self-
organizing, self-managing concepts of
a federation through their vision, en-
couragement, and guidance rather
than direct forms of control. This type
of leadership can be characterized as
coaching. The analogy to a sports
team is useful; developing the special-
ized skill of individual players is para-
mount to success. The leader estab-
lishes the vision and guides progress.
His success depends on the ability of
team members to maximize their po-
tential and cooperate with others. Pro-
fessionals perform in teams and trust
is key to organizational success.

The hospital also provides an in-
structive analogy on the individual
and organizational level. It works dili-
gently to hire the best specialists it can
find, then requires that they continu-
ally upgrade their skills. A specialist
can work at several hospitals simulta-
neously, for institutions merely buy
services—and only when needed.
Moreover, at some point in their ca-
reers, specialists do not have to give up
practicing a specialty to manage other
specialists. That would be wasteful and
the loss of a core resource. Instead hos-
pitals hire management specialists to
perform this task. This model of ad-
vancement within an organization is
lateral rather than vertical and based
on individual ability to master increas-
ingly complex problems. 

Lateral models—coupled with de-
veloping creative, imaginative, and
continuously educated workers—en-
able innovative organizations to recog-
nize that neither their knowledge base
nor strategic opportunities need be lo-
cated only in top management. That
level may have the least diversity, tol-
erance for change, and ability to see
opportunities and set new directions.
Thus the individuals with the greatest
vision may not be involved in defining
the future of an organization. 

architecture resembles a federation—
many semiautonomous units or teams
joined by a common purpose. Power
and decisionmaking are balanced be-
tween the central authority and indi-
viduals in units who are both responsi-
ble for the work and accountable for
the results. They are provided a budget
which they manage themselves. Oper-
ating principles tend to be few, simple,
and value-centered and are better de-

scribed as practices to define operating
boundaries and enable adaptability.
Decisions on when, where, and how to
conduct work are made by unit mem-
bers, not by managers removed from
the work environment. 

Semiautonomous, self-governing,
and self-budgeting teams may not be
easily depicted on organization
charts—at least not for any length of
time. They may begin with a mission
or charter assigned to one individual,
who then identifies the best talent in-
side and outside the organization to
accomplish the job. Units are not only

self-governing, but they continually re-
combine and reorient themselves into
new configurations as their role
evolves. Members are added and sub-
tracted based on skill sets, and charters
may be handed off to different units
with different skills in time. 

Units build alliances, partnerships,
and information networks that are in-
ternal and external to the larger organi-
zation. Such arrangements transfer

knowledge, leverage experience,
and extend boundaries of units
and eventually parent entities.
This aspect enables both units
and organizations to operate
with the power and knowledge
base of a larger corporation, but

without the bureaucratic inertia. Pool-
ing resources, partnering, and network-
ing also provide means to spread and
manage the risk inherent in new or ex-
panded ventures. 

Network arrangements reduce
costs by sharing resources that are not
needed on a continuous basis. Because
cost savings and time to market are
critical determinants of commercial

network arrangements reduce
costs by sharing resources that are
not needed on a continuous basis

Reconnoitering in
Afghanistan.
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tional practices described above is a
working environment and culture that
rewards imaginative ideas, entrepre-
neurial performance, and collaborative
efforts. These characteristics underpin
agile organizations that are adaptable
and proactive in defining the strategic
environment. Moreover, they are pre-
requisites to developing innovative
technologies and programs and thus
sustaining strategic advantage. 

Defense Management
These organizational innovations

are relevant to defense management,
but they require the will to operate ef-
fectively in culturally different ways.
The development of operational con-
cepts, research and development initia-
tives, models and practices, and ap-
proaches to experimentation and
prototyping presents a situation in
which individuals on all levels of an or-
ganization should make a greater con-
tribution to decisions. Moreover, rigid
and centralized decisionmaking may
no longer be the model for conducting
military operations. A better model
might be a centrally-coordinated strat-
egy, statement of mission and objec-
tives, concept of operations, and rules
of engagement with a decentralized
command structure using semiau-
tonomous, highly maneuverable, adap-
tive teams. U.S. Special Operations
Command already operates under
these management practices and could
serve as a prototype. 

Special Operations Forces are or-
ganized into small, agile, autonomous
teams which remain attuned and adap-
tive to changes in the strategic environ-
ment. Units operate under simple rules
and guiding principles. Inefficient pro-
curement processes are bypassed to
meet unit needs. Complete accounta-
bility and trust form the basis of their
ethos. While unified commands pro-
vide centralized planning, mission
statement, and guidance, teams accom-
plish missions in a decentralized man-
ner with heavy reliance on networks,
ingenuity, and capability. Not coinci-
dentally, these forces enjoy the highest
retention rates in the military. 

DOD sorely needs more efficient
and effective organizational and opera-
tional concepts and a new strategic di-
rection that is more adept at operating
in the dynamic realm of information
and networks. With rare exceptions,
senior leaders who have functioned
under the current system and come to
believe that challenging that system is
harmful to promotion are the least
likely to initiate change. Individuals in
the middle and lower levels of the or-
ganization possess more knowledge,
resourcefulness, and ingenuity and
could contribute significantly to creat-
ing new core competencies to trans-
form the military for the 21st century. 

The Armed Forces would benefit
by eliminating the up or out policy of
career advancement and adopting lat-
eral development to allow individuals

with valuable skills but less desire to
manage others to remain on active
duty and enhance their expertise.
Countless specialists are lost each year
because their opportunities for ad-
vancement are less than 5 percent. Lat-
eral promotion similar to practices in
industry would enable the retention of
trained and educated military profes-
sionals. It is a waste of resources to op-
erate under the assumption that every-
one must become a senior enlisted
manager or a commander or face dis-
charge or retirement. 

Decentralization requires a culture
of pervasive trust that frees leaders to
delegate authority to—instead of
power over—subordinates, enabling
decisions that implement the shared
vision of an organization. Empowering
competent subordinates can admit-
tedly lead to mistakes and failures.
Though leaders have tried to eradicate
the notion of a one-mistake military,
there are few signs that it has been
eliminated. Of particular note for
transformation is the fact that military
experimentation is mostly proof of
concepts, technology demonstrations,
or other mechanisms that validate de-
sired endstates. Generally the process

of discovery and experimental play is
not approved for insertion into joint
or service experiments and exercises,
and the play of hostile forces is de-
signed to enable successful outcomes.
For military transformation to be effec-
tive in the long term, individuals must
believe it is possible to be less than
successful in generating concepts and
experimentation without jeopardizing
their careers. Advancement, rewards,
and incentives must reflect the notion
that with failure comes learning and
better ideas. 

As innovative entities in the pri-
vate sector have adopted new organiz-
ing principles, the result has been more
efficient, effective operations, reduced
or eliminated administrative functions,
and fewer senior- and mid-level mana-
gerial positions. Alternatively, attempts

at downsizing and
reorganizing the de-
fense establishment
over the past decade
have led to an in-
creased number of
senior positions and

staff members. Adopting the practices
of innovating organizations can bring
about efficiencies and a reduction in
general officers and senior-level offi-
cials. This transformation could lead in
turn to greater military effectiveness as
additional layers and opportunities for
stalemate are shed.

Institutional Transformation
Dynamic systems make it impos-

sible to predict the strategic environ-
ment with any degree of certainty be-
yond the next three or so years. This
operating assumption leads defense
planners to acknowledge that the in-
tricate procurement process—wherein
developing new weapons can be meas-
ured in decades—is an inaccurate and
risk-laden tool for planning the future
structure of the Armed Forces. This
core management issue must be ad-
dressed early on, as it is one of the
most salient obstacles to military
transformation. 

Longtime success in the private
sector can be credited to keeping
abreast of the competition and redefin-
ing markets to take advantage of

military experimentation is mostly proof of
concepts, demonstrations, and mechanisms
that validate desired endstates
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essary but insufficient ways of trans-
forming the Armed Forces. Revolu-
tionary concepts and technological
innovations are derived only from a
culture that enhances intellectual cap-
ital, rewards creative thinking, and re-
flects dynamic change. 

By studying complex adaptive sys-
tems, answers to future strategic dilem-
mas will be found with more heuristic,
nonlinear, improvisational, and intu-
itive methods. This equation must in-
clude intangibles. Identifying individu-
als to function in this setting and share
in developing operational plans and
strategies is central to sustaining strate-
gic advantage. Complexity teaches
that outcomes often are not pre-
dictable or preordained. Individuals
acting on any level can cause change. 

Even though many organizations
are struggling to find a purpose, the
Armed Forces do not share that fate.
Their sense of purpose has not been so
vibrant or popular in decades. Like
other large organizations moving into
the information age, they must endure
a bitter metamorphosis by cutting
through bureaucratic inertia and instill-
ing an innovative culture. Before the
butterfly that Lorenz envisioned can
flap its wings in one part of the world
and cause a tornado in another, it is
borne through a harrowing experience.
Its legs fall off, it goes blind, and its
body is ripped apart; then it is trans-
formed into a shape more suited to sur-
vival. Similarly, military transformation
will not be easy. Yet it is necessary to
move onto the next plateau of organi-
zational life. It will require vision and
courage on the part of senior military
and civilian leaders. JFQ

N O T E S

1 Transformation Study Report, “Trans-
forming Military Operational Capabilities,”
Secretary of Defense report, April 27, 2001.

2 Edward Lorenz, The Essence of Chaos
(Seattle: University of Washington Press,
1993).

change. Likewise, the Office of Force
Transformation must keep abreast of
the situation by helping to define the
operating environment. Systems wane
and go through processes of self-re-
newal and re-creation. And all success-
ful organizations must be reinvented at
some point. Lessons from such
processes reveal that in nearly every
case success followed a carefully phased
approach with a focus on developing
specific organizational actions. 

Opponents of transformation are
usually powerful, and the Office of
Force Transformation under Admiral
Cebrowski must ignite a sense of rest-
lessness with the status quo and instill
a sense of urgency. It will require an
intense struggle to change military cul-
ture and build a constituency. Unfortu-
nately, increases in defense spending—
which postpones making strategic
choices—only make the process of
transformation more difficult. A cut of

30 percent in budget outlays would
have compelled the Pentagon to elimi-
nate redundant and legacy systems
and pursue programs that provide new
core competencies. Competition
among the services for resources, and
incentives for developing new capabili-
ties, would also facilitate the realloca-
tion of resources.

In the post-9/11 world, the only
certainty is that there will be consider-
able uncertainty over national secu-
rity. According to the Secretary, the
purpose of military transformation is
ensuring an ability to deal with un-
known challenges over the strategic
horizon. The United States has a repu-
tation for technological prowess.
Building new weapons systems, devel-
oping innovative technologies, and

Secretary Rumsfeld
pointing the way.
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